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HIGHLY CONFIDENTIAL 


PM-USA DATABASE MARKETING REVIEW 
MARCH 1994 

Executive Summary 


Background 

This is an updated version of the PM-USA Direct Marketing Review, which 
was originally issued in November 1992 and previously updated in June 1993. 

Mission of PM-USA Direct Marketing and Database Development 
Department 

The mission of the PM-USA Direct Marketing and Database Development 
Department is to provide database/information management and direct 
marketing expertise as core capabilities to support PM-USA Brand efforts to 
build business and maintain/grow smoker franchises. Toward these ends, 
the department will ensure that: 

• The PM-USA Adult Smoker Database is continuously refreshed; 

• Critical database information is available in a timely manner; 

• Information on the PM-USA Adult Smoker Database has the highest 
level of integrity; 

• All marketing systems and processes are state of the art; 

• Cutting edge direct marketing disciplines are standard operating 
procedure. 

To accomplish these objectives, the PM-USA Direct Marketing and Database 
Development Department works in partnership with PM-USA Information 
Services in Richmond as well as the Leo Burnett Database Marketing Group 
and Corporate Client Services. 

PM-USA Adult Smoker Database 


Current projections are that the PM-USA Smoker Database will grow to 
30.5MM qualified adult smoker names by year end 1994. This growth will 
come predominantly from PM-USA Brand name generation efforts such as 
the Marlboro Country Store Van. At present, there are no plans to conduct a 
mass mailing to the database as had been done in 1993, with the Corporate 
Price Announcement Mailing to 25.5MM adult smokers. Therefore, it is 
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anticipated that PM-USA Brand utilization of the database will fall back to 
previous levels (i.e., 80%), with the delivery of 66 Brand mailings now 
scheduled to drop over the course of the year. 

Database Dynamics 

Unbranded data collection efforts will continue to focus on enhancing the 
quality of information available for key smoker segments already on the 
database as opposed to the aggressive name generation efforts of the past. The 
standard smoker survey will continue to be used. It was successfully revised 
in 1993 to allow for the collection of new data elements (i.e., attitudes toward 
brand promotional and price-off offers) as well as more precise smoker 
behaviors (i.e., coupon usage, consideration set, and share of purchase). 

Database Management 

Successful management of the PM-USA Adult Smoker Database continues to 
be achieved through the effective partnership among PM/NY, 

PM/Richmond IS, and Leo Burnett. The operating objectives of this 
partnership are to: 

• Leverage the database as a strategic asset; 

• Execute flawlessly, and; 

• Operate efficiently. 

A core responsibility included in the database management function is 
effective and efficient information management. Toward that end, there is a 
project underway to automate the dissemination of key database statistics 
about database contents and activity throughout the PM-USA organization. 
The first report is scheduled to be distributed by the end of April. 

Strategic Direct and Database Applications 

This is defined as direct and database activities which are cutting edge and 
have therefore, not yet been mainstreamed into PM-USA Brand. As such, 
these efforts are typically: 

• Reactionary to in-market conditions or smoker behaviors; 

• Systems and/or process driven; 

• Highly measurable; 
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• Funded by the PM-USA Direct Marketing and Database Development 
Department; 

• Complementary to brand efforts, and; 

• Implemented with Brand participation and approval. 

Opportunities in this area for 1994 include: 

• Direct to Smoker Selling; 

• Selective Binding; 

• Smoker Relationship Building; 

• Electronic Couponing (i.e., micra-encoded check coupon); 

• Interactive POS Technology; 

• PM Bank, and; 

• Niche Businesses such as Hispanic smokers and carton buyers. 

Several initiatives begun in 1993 continue to be top priority in the new year. 
These projects include: 

• Name Allocation Policies and Procedures; 

• Behavioral Models; 

• Local Area Marketing; 

• Just in Time Marketing; 

• Valuing the Smoker; 

• PM-USA and Competitive Direct Mail Tracking System, and; 

• Technological Database System Planning. 
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I. SINE MU -PY gRYIE W 


Before getting into the specific direct marketing/ database activity of PM-USA, it 
may be useful to define some of the key terms that will be used throughout this 
document. These terms are commonly used within the direct marketing 
community-at-large, but tend to take on unique dimensions within specific 
organizations. 


Direct Marketing: The techniques of getting messages or offers direct to a 

target audience via a variety of media to produce some 
type of immediate and measurable action. 


Direct Response: 


Direct Mail: 


Database: 


A specialized type of advertising that solicits a lead, an 
order, or information, and always provides a means to 
respond. This can be via an order form or a telephone 
number which enables the consumer to act immediately. 

A medium like TV, radio, and print used to carry a 
message to a customer or prospect, and typically solicits a 
response. 

A central repository of information about current as well 
as potential PM-USA brand adult smokers, collected from 
a variety of sources (e.g., consumer surveys, promotion 
responses, coupon redemption, third party suppliers). 


Database Marketing: The strategic use of the PM-USA Adult Smoker Database 

to create and cultivate an ongoing relationship with 
individual adult smokers, via a variety of media. 


Database Management: An ongoing effort to keep the database up-to-date, 

accurate, and mailable as well as reflective of the U.S. 
smoker population over 21 years of age. 


At the present time, the primary focus of PM-USA is direct marketing. However, the 
database can have a much broader impact on how we do business. Potentially, it could 
drive all brand communication to the consumer, whether it be in the mail, outdoor, in 
print or at retail. For a visualization of this integrated communication opportunity, 
please see the following page. 
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II. Historical Perspective 
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II HISTORICAL PERSPECTIVE OF DIRECT/DATABASE ACTIVITY: 1988-1994 


The PM-USA Adult Smoker Database was created in 1986, using names gathered 
from brand promotions fielded in 1982-1986. Initially, the database was 
maintained at an outside supplier (i.e., CCX now Acxiom), but in 1988 it was 
moved in-house (i.e., Richmond) where it continues to reside. 

Over the past seven years, the database has grown from 8MM to 30.5MM (projected 
year-end 1994) "qualified" adult smokers. Qualified adult smokers are those adult 
smokers on the database that are eligible to receive brand programs. This means 
that at a minimum there is brand information, date of birth, a mailable address, 
and a signature. The growth of the database is the result of aggressive corporate 
and brand name generation programs (i.e., adding new adult smoker names) as 
well as requalification programs (i.e., updating adult smoker information on 
names held in the database, and since 1990, obtaining adult smoker signature). 


The following chart summarizes the highlights of the development and use of the 
PM-USA Adult Smoker Database. 


YEAR 

QUALIFIED 

ADULT 

SMOKED 

DM 

FRO.CRAMS 

NAMES 

IN DM 
PROGRAM 

CORPORATE 

MARKETING 

Biamia 

BRAND DIRECT 
MARKETING 
B.UD-G-EXiS) 

FOCUS OF CORPORATE 
PATABASE.ACUVITY 

1988 

8.0 MM 

n/a 

n/a 

14.3 MM 

n/a 

Improve usability of names 
for brand programs through 
requaLificadon. 

1989 

11.5 MM 

n/a 

43 MM 

11.0 MM 

30.7 MM 

Continue requalification 
programs (mail and outbound 
telemarketing) and test 
names generation concept. 

1990 

143 MM 

25 

73 MM 

13.7 MM 

60.6 MM 

Continue requahfication 
programs and expand name 
generation programs. 

1991 

20.8 MM 

23 

14.7 MM 

39.0 MM 

62.2 MM 

Implement aggressive name 
generation programs to meet 
brand name needs. Use 
requalification programs to 
obtain signatures as well 
as update adult smoker 
data. 

1992 

25.6 MM 

41 

16.0 MM 

35.0 MM 

122.0 MM 

Continue aggressive name 
generation programs, with 
focus on key adult smoker 
segments. Use 
requalification programs 
selectively. 

1993 

28.5MM 

43 

25.5 MM 

18.0 MM 

184.0 MM 

Improve quality of information 
on key adult smoker 
segments currently held on 
database. 

1994 44 

30.5MM 

61 

24.4MM 

18.3MM 

125MM (OB) 

Develop portfolio of database 


marketing tools that help to 
build Brand business. 


* Qualified. Adult Smokers * Mailable known adult smokers, with date-of-birth, brand, and signature 

* Projected 
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III. Why Build A Oatabase? 
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in. WHY B_UILD A DATABASE? 


PM-USA's decision to build a marketing database of known adult smokers was 
based on the need to develop a direct marketing capability. By 1986, R.J. Reynolds 
(RJR) had been doing direct marketing for several years, primarily to deliver 
coupon programs. At that time, it was estimated that RJR had a database 
containing about 25MM adult smoker names. In addition to this competitive 
pressure, PM-USA was facing an increasingly restrictive marketing environment 
and ever increasing clutter in mass media. Direct marketing offered an 
opportunity to communicate with adult smokers through a new marketing 
channel, which allowed for more personal and customized messages. This was 
particularly important in an industry that was becoming increasingly segmented, 
in terms of price as well as product offerings. 

A database was viewed by PM-USA as a proprietary strategic asset, one which 
would allow PM-USA to deliver targeted direct marketing programs. As a result, 
PM-USA decided to develop a database that would contain enough information 
on individual adult smokers to be able to customize branded direct 
communications and offers in relevant and impactful ways. 

The PM-USA Adult Smoker Database has permitted the company to address its 
direct marketing mission. Today, the PM-USA direct marketing mission is two 
fold: 

1) To build loyalty relationships between individual adult smokers and PM- 
USA brands; and 

2) To build volume such that brand share is maintained, if not increased. 

Over the past seven years, PM-USA has successfully implemented database driven 
direct marketing programs for both established brands and new product 
introductions. Depending on the target audience and a brand’s specific program 
objectives, a direct marketing program typically delivers some combination of the 
following: 

• Brand Imagery 

• Coupons 

• Surveys 

• Continuity Offers 

• Product Samples 

These different direct marketing communications can be delivered to target 
smoker groups. To a great extent, extremely loyal PM-USA brand adult smokers 
are treated differently than less loyal PM-USA brand adult smokers or competitive 
adult smokers. 
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At present, name selection for specific brand programs is based on behavioral as 
well as demographic information. The vision is for name selection to be driven 
by a series of predictive models (e.g., coupon redemption, offer response) used in 
combination with sophisticated smoker segmentation schemes (e.g., loyalty). 
Because consumer response data is also tracked on the database, future 
communications/offers will be developed to increase a program’s impact and 
relevance among responders as well as non-responders. 

PM-USA is under pressure to continue innovation in the use of the PM-USA 
Adult Smoker Database in order to maintain its competitive advantage. Its main 
rival, RJR, still relies heavily on direct marketing and has continued to grow its 
database. The company is increasingly more strategic in using its database, by 
delivering a greater diversity of programs that reinforce brand imagery and 
encourage trial/conversion among competitive adult smokers. 
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IV. Adult Smoker Database 
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IV. THF PM-USA ADULT SMOKER DATABASE 


The PM-USA Adult Smoker Database was developed by PM-USA Information 
Services and is maintained on-site in Richmond, Virginia. The system was 
initially designed to support PM-USA direct marketing efforts only. In 1990, it was 
merged with the PM-USA Corporate Affairs database to create one primary 
repository of adult smoker information for the company. As such, it now supports 
all PM-USA Corporate Affairs and Direct Marketing functions. 

Database Content 

It is projected that by year-end 1994, the PM-USA Adult Smoker Database will 
contain 30.5MM qualified adult smokers. Information currently on-hand for any 
one adult smoker on the database includes some, if not all, of the following data 
elements. 

Unique Control Number 

Allows for the identification of adult smokers on the database without 
having to rely exclusively on name/address. This number is included on 
all direct mail so that response data can be accurately matched back to the 
individual adult smokers. 

Full Name/Address/Telephone Number 

Required in order to initiate and maintain direct communication with 
individual adult smokers either by mail or phone. 

Adult Smoker Signature 

Since August 1990, required in order to communicate directly with the adult 
smoker. Since April 1992, all signature response data is microfilmed for 
easy storage and retrieval as necessary. 

Self-Reported Date of Birth 

Required in order to communicate directly with the adult smoker. This 
information in combination with the adult smoker signature ensures that 
PM-USA is in fact communicating with an adult smoker (i.e., of legal age) 
with their permission. 

Preferred Brand and Brand Attribute Information 

The name of the regular brand smoked and/or its attributes (i.e., tar level, 
flavor, length) is known for over 90% of all adult smokers on the database. 
This information is critical to an adult smoker being included in branded 
direct marketing programs. Adult smokers without this key data are 
usually only included in solo and multi-Brand sponsored coupon mailings. 
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Smoker Behavioral Information 


Smoker Share of Purchase, Consideration Set, Coupon Usage, Loyalty (as 
defined by smoker response to an out-of-stock situation), Deal/Promotion 
Sensitivity, and/or Primary Purchase Location is known for less than 50% of 
all adult smokers on the database. This information is becoming 
increasingly important to the PM-USA Brand audience selection process 
because their segmentation schemes use it. As a result, PM-USA Brands 
have started to gather these data on their own initiative for adult smokers 
actively involved in direct marketing programs. 

Direct Marketing Program Response Data 

Whenever an adult smoker is contacted by PM-USA either by mail or 
outbound telemarketing, the program name and date of contact is added to 
the adult smoker’s record. If the adult smoker responds to any element of 
the program, the date of the response as well as any survey information 
provided on the response device is stored. 

The goal is to record similar information for inbound telemarketing activity 
by end of year 1994. 

Individual Demographic/Lifestyle Information 

Limited marital status, occupation, education, household income, and 
ethnic background information as well as hobby and interest information is 
available on the database. The lion's share of these data comes from 
secondary data sources. 

Since 1993, this information has not been purchased due to low usage levels 
by PM-USA Brand for direct marketing audience selection during years 
prior. In 1994, data sourced from a third party are to be removed from the 
database in order to meet contractual obligations. 

Neighborhood Level Demographic/Lifestyle Information 

Strategic Mapping's geodemographic clustering scheme (i.e., Clusterplus 
2000) has been applied to the entire PM-USA Adult Smoker Database. These 
data provide socioeconomic and lifestyle information about neighborhoods 
in which adult smokers live. This information, in combination with 
brand/brand attribute preference information, helps to more effectively 
communicate with adult smokers at the individual level. Current cluster 
information may be supplemented with a second clustering scheme (i.e.. 
Micro Vision) sometime in 1994. 
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Database Structure 


All adult smoker information is maintained on the database in a relational DB2 
format. Most of the information is also contained in a sequential, flat file used 
exclusively for the direct marketing name selection process. This flat file is key to 
the timely (i.e., over-night) selection of adult smoker groups to be included in 
direct marketing research and programs. Without it, the turnaround time for 
name selection would be three to five days due to the large size of the database. 

The specific data elements included on the database are listed below. 

Name/Address Information 

Title 

First name 
Middle initial 
Last name 

Maturity (e.g.. Junior, Senior, III) 

Professional title (e.g., MD, Ph.D., DDS) 

Street address 

City 

State 

Zip code 

Zip + 4 

SCF code (i.e.. Post Office Sectional Center Facility) 

PM-USA trade region/area 
Nielsen County Code 
Signature 

Microfilm Index Number 

Demographic/Lifestyle Information 

Gender 
Date of birth 

Age (converted from date of birth) 

Marital status 
Ethnic background 
Household income 
Education 
Occupation 

Hobbies /interests / sports 
Geodemographic cluster (i.e., Clusterplus) 
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Brand/Brand Attribute Information 


Brand manufacturer 

Brand name 

Previous brand name 

Length 

Flavor 

Tar level 

Filter 

Packaging (i.e., soft pack, hard pack) 

Self-Reported Purchase Behavior 
Buy kind (i.e., pack, carton) 

Store where cigarettes usually purchased (e.g., convenience store) 

Consideration set (i.e., brands purchased in addition to regular brand) 

Length of time smoking current regular brand 

Share of requirements/purchases 

Coupon usage 

Brand loyalty 

Deal/promotion sensitivity 

PM-USA Direct Marketing Activity 

Direct marketing programs 

Media category/code (e.g., magazine/Newsweek) 

Offer category/code (e.g., coupon/free carton) 

There are also a number of data tables that do not contain adult smoker 
information. Instead they contain information key to functions necessary for the 
successful management/maintenance of the database. These data tables include: 

System Security 

In addition to the security systems already inherent in PM-USA's 
corporate mainframe computer, the PM-USA Adult Smoker Database has 
an internal security system that limits user access as well as user 
capabilities once in the system. The backbone of this database security 
system is a table that contains the full names and system passwords of all 
qualified users. Corresponding to every entry on the table is a code that 
dictates the level of system access allowed (i.e., inquiry only, update 
authority). 

Inbound Tape Review 

In order to ensure that the database update process runs as smoothly as 
possible, all inbound tapes are viewed and approved prior to the start of 
the update cycle. To facilitate this approval process, the database stores all 
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inbound tape information in table format for easy viewing. If there are 
problems with a tape, the supplier is contacted immediately so that a new 
tape can be created and shipped to the database in a timely manner. 

Brand Defaults 


Often there is not enough room to include the full battery of brand/brand 
attribute questions on brand marketing program response devices. In 
addition, adult smokers often do not fully complete surveys. To fill in 
holes left by incomplete surveys, regardless of source, the Brand Default 
table is used. This table contains brand attribute information that is 
unique to a particular brand on the market. For example, the brand 
defaults for Alpine are Flavor = Menthol, Filter = Yes. 

Of note, as the number of brand line extensions in the market increases, 
the effectiveness of the Brand Default table to fill in data holes decreases. 

Valid Brand Attributes 


It is very common for an adult smoker to supply incorrect brand attribute 
information because he/she simply does not known the specific attributes 
of the brand(s) smoked. The Valid Brand Attribute table provides a 
complete listing of valid attributes for each and every brand on the 
market. It is used to identify and correct survey responses that result in an 
invalid brand attribute or attribute combination. A sample entry on this 
table is as follows: valid brand attributes for Virginia Slims are Flavor = 
Menthol/Non-menthol, Length = 100mm/120mm, Tar Level = Full 
Flavor/Light/Ultra Light, etc. 

Adult Smoker Suppression 

At one point, a smoker suppression table was continuously updated to 
ensure the integrity of each brand's direct marketing program for the life 
of that program. It contained all of the adult smokers participating in 
Brand direct mail programs and the names of those programs. This table 
provided the ability to manage the number of PM-USA direct marketing 
programs being mailed to specific adult smokers at any given point in 
time. 

With the development of new policies and procedures governing name 
allocation and smoker contact management, the suppression table is no 
longer used as outlined above. Instead, it is used to prevent certain adult 
smokers from being included in PM-USA Brand mailings. Adult smokers 
held out of mailings on a consistent basis include adult smokers who have 
requested that they be removed from a PM-USA Brand mailing list(s). 
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Database Dynamics 


The PM-USA Adult Smoker Database is only as good as the data stored in it. With 
this in mind, the database is constantly being improved in terms of the quality and 
quantity of information it contains. 
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Database Data Collection 


To encourage the collection of vital adult smoker information, a standardized 
adult smoker survey was created in 1988 and is featured on the majority of brand 
promotion and direct marketing response devices- Each year, it is reviewed to 
ensure that the data collected is still optimal in light of changing PM-USA Brand 
needs that reflect an active tobacco marketplace. All revisions to the survey are 
subject to extensive qualitative research prior to implementation. 

Of note, the standardized smoker survey was last updated in 1993. Please refer to 
Attachment A for a copy of the most recent survey. The new survey allows for the 
collection of new data elements (i.e., attitudes toward brand promotional and 
price-off offers) as well as allow for more precise collection of standard smoker 
information. 

There are two ways the PM-USA Adult Smoker Database has grown over the 
years; specifically, name generation and name qualification programs sponsored by 
either Corporate or Brand. Looking ahead to ongoing maintenance of the adult 
smoker data collected, information updates and enhancements will also be critical. 
Each of these activities is described below. 

Name Generation 

A number of strategies are employed to generate new adult smoker names 
for the database. They include media-delivered surveys, telemarketing to 
rented lists, purchasing adult smoker names from third party survey 
companies, and capturing names from branded programs. Please note that 
Branded name generation has become the primary source of new smoker 
names for the database. 

In addition to generating adult smoker names, the surveys used in most 
cases also provide valuable data about brand preferences, packings 
purchased, other considered brands, ethnicity, and other adult smoker 
names in a household. These data are important to the Brand audience 
selection process that attempts to isolate the most likely prospects for a 
program, based on marketing objectives. 

Name Qualification 


Qualification is a mailing, either within a brand program or as an 
unbranded survey, that attempts to change the status of "unqualified" 
names on the database (i.e., have no signature or self reported date of birth) 
to "qualified" names (i.e., have signature and date of birth). These mailings 
have been essential in acquiring signatures, dates of birth, and missing 
brand information from unqualified names. Such data are required in 
order to have the highest quality names available for brand programs. 
Generally speaking, it is typically more cost-efficient to obtain missing 
information from respondents already on the database than to generate new 
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names. However, it is more expedient to generate large numbers of adult 
smokers needed for brand programs via other methods. 

O.U.E. (Qualification, Updating, Enhancing) 

Beginning in 1993, the focus of PM-USA Smoker Database data collection 
efforts shifted from mass data collection to enhancing the quality of 
information available for key smoker segments already on the database. 
Since then, all Corporate data collection has continued to concentrate on 
young adult male adult smokers (YAMS), young adult female adult 
smokers (YAFS), Hispanic adult smokers, and urban ethnic adult smokers. 
Those adult smokers with signature and date of birth are surveyed over the 
telephone. All adult smokers without signature are sent a direct mail 
survey through the mail. 

As a result of these efforts, unqualified adult smokers will be qualified, 
available smoker information will be updated, and missing information 
obtained and the database therefore enhanced; hence, the acronym Q.U.E. 

Inbound Telemarketing 

With the establishment of 800 number customer service lines to support the 
Philip Morris full margin brands, came another means of collecting smoker 
information. When a smoker calls customer service, the smoker is asked if 
they would like to be added to the Philip Morris mailing list. If the smoker 
responds positively, they are mailed a standard smoker survey. In 1993,18% 
of all inbound callers to customer service lines received a survey. As a 
result, over 80,000 completed smoker surveys were received; almost 15% of 
these names were new to the database. 

Database Maintenance 


To ensure the on-going integrity and recency of the database, the system undergoes 
a series of maintenance processes on a regular basis. Some of these functions are 
performed internally. Others require that a copy of the database in its entirety be 
sent off-site to one of the supplier partners PM-USA has chosen based on an 
extensive qualification process. The current maintenance schedule is as follows: 


Process Schedule Int. Software/Ext. Supplier 

Database Update Bi-weekly Int. - Proprietary Software 


Address Correction/ Bi-weekly (as Int. - Group 1 Code 1 

Standardization part of update 

processing) 
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Process 

Schedule 

Int. Software/Ext. Supplier 

Duplicate 

Identification 

Bi-weekly (as 
part of update 
processing) 

Int. - 

Group 1 Merge-Purge 

Geocoding 

Bi-weekly (as 
part of update 
processing) 

Int. - 

Group 1 Geocode 

Cluster Coding 

Bi-weekly (as 
part of update 
processing using 

Int. - 

Proprietary Software 


data sourced from 
third party) 

Ext. - 

Strategic Mapping Inc. 
(formerly Donnelley 
Marketing Information 
Services - DMIS) 

70 Seaview Avenue 
Stamford, CT 06904 
Contact: David Lemons 
(203) 353-7274 

NCOA 

Quarterly (with 
a fifth "flex" run, 
if needed) 

Ext. - 

May & Speh Direct 

1501 Opus Place 

Downers Grove, IL 60515 
Contact: Michael Leoffler 
(708) 964-1501 


Database Update 

The PM-USA Adult Smoker Database is updated with adult smoker 
response information on a bi-weekly basis. .The response information 
comes from brand marketing programs (i.e., offer responders, coupon 
redeemers) as well as corporate name generation and requalification efforts. 

The first step of the database update process calls for all response data to be 
approved for update processing. This requires that tapes be submitted 
weekly and compared to quality control reports to verify the number of 
responses submitted as well as the information included with each 
response. If all is in order, the tape is approved for update processing. If 
something is wrong, the supplier is informed of the discrepancy and a 
corrected tape is re-issued within the week. 

The update process runs over a five day period (i.e., Wednesday through 
Sunday). All efforts are made to minimize down-time during business 
hours. 
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During the update, all input data is first edited and improved using a 
combination of proprietary as well as customized address 
standardization/correction and duplicate identification software. Then the 
database tables and the sequential file used for direct marketing name 
selection are updated. 

Proprietary Input Editing Software 

All response data is run through a restricted word table to highlight 
any undesirable responses for subsequent manual review (e.g., 
response to media offer by adult smoker residing at a school, hospital, 
prison). Response brand/brand attribute information is also 
compared to the Brand Default and Valid Brand Attribute tables to fill 
in missing attributes if possible and remove incorrect attributes as 
necessary. 

Address Standardization/Correction 

All adult smoker name/address data undergo address standardization 
and correction processing. The software package used is Group 1 
Code 1 that has been customized to meet the specialized needs of PM- 
USA. 

Geocoding 

All adult smoker name/address data that are new to the database are 
subject to geocoding, a Group 1 process that assigns a 12 digit code 
required to append neighborhood level information. Once a new 
smoker record is geocoded, it is appended with all available 
neighborhood level information. Please note that geocode is not 
stored on the PM-USA Smoker Database. It is used exclusively in the 
assignment of neighborhood level data. 

Duplicate Identification 

All responses that contain name/address but no unique customer 
number are included in duplicate identification processing. 

Responses that match an adult smoker name/address already on file 
are loaded as responses to the existing customer base. Those that do 
not match are added as new names. The software used for this 
processing is a customized version of Group 1 Merge-Purge. 

Our challenge in 1994 is to optimize use of duplicate identification 
software in the identification of duplicate records on the database as 
well as in the selection of PM-USA Brand direct mail audiences. 
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NCOA Processing 


The United States Postal Service provides all consumer/business address 
changes collected over the past 36 months to direct marketers for the express 
purpose of updating customer address information. This service, called 
National Change of Address (i.e., NCOA), is offered through over twenty 
licensees who have met and continue to meet the Post Office's strict 
processing standards. 

PM-USA has had a contract with May & Speh Direct for NCOA processing 
since 1988 and receives volume discounts because of the size of the database 
and the frequency of the processing. The database is processed quarterly, but 
the budget allows a "flex run" should NCOA processing be necessary before 
an unusually large mailing. 

Database Enhancement 


Database enhancement is a low cost means of obtaining key consumer data 
valuable to PM-USA as Brand direct marketing program audience selection criteria 
and as input to future modeling efforts. In the past, the PM-USA Smoker Database 
has been enhanced at both the individual smoker and neighborhood levels. 

Individual Level Database Enhancement 


Database enhancement is the process of matching the PM-USA Adult 
Smoker Database to a database of virtually every household in the United 
States. These mega-databases are owned by suppliers in the business of 
consolidating consumer information available from both public and private 
sources and then offering it for sale. 

PM-USA first enhanced its database in 1989, with demographic and lifestyle 
information (e.g., marital status, income, hobbies), taking advantage of a 
contract already in place between R.L. Polk and General Foods. The 
processing itself took place at Infobase so that additional data elements not 
included in the General Foods' contract could be appended at the same time. 
PM-USA subsequently signed a three-year contract with Polk and Infobase, a 
contract that guaranteed a low price if the database was enhanced on an 
annual basis. That contract expired in 1992. 

A new contract has not been signed due to the low level of use of this 
information by PM-USA Brand for direct mail program audience selection. 
If PM-USA should want to enhance the database sometime in the future, it 
will be possible to take advantage of low pricing successfully negotiated by 
Kraft General Foods. 
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Neighborhood Level Database Enhancement 


The use of pre-defined geodemographic clusters is an easy to implement, 
inexpensive way to target different consumer groups. Clustering is based 
upon the age old concept that "birds of a feather, flock together." 

The entire United States has been segmented into between 40 and 50 clusters 
by different organizations (e.g.. Strategic Mapping — formerly Donnelley 
Marketing Information Systems, Claritas, CACI, National Decision Systems, 
Spectrum), each using a proprietary mix of census data and other available 
consumer information to differentiate its product. All of these various 
clustering schemes, however, are based upon the same geographic 
foundation, namely U.S. Postal Service and Census Bureau neighborhood 
definitions, (e.g., zip code, zip + 4, block group, census tract). Although 
none of their definitions result in neighborhoods that are strictly 
homogeneous, clustering makes sense because the differences across 
neighborhoods are usually more significant than the differences within any 
one neighborhood. 

PM-USA chose Strategic Mapping's Clusterplus 2000 geodemographic 
clusters due to the broad application of the data in their CONQUEST 
desktop marketing information system which connects formerly disparate 
syndicated data sourced from companies including Nielsen, MRI, Simmons, 
and Progressive Grocer. This system was a building block of the PM-USA 
Corporate Retail Direct Marketing (i.e., RDM) system. 

At present, PM-USA is considering the use of a second geodemographic 
clustering scheme (i.e., MicroVision) to supplement Clusterplus 2000. The 
difference between the two products lies in the source of the data used in 
their creation. Clusterplus 2000 combines census data with consumer 
purchase information; MicroVision combines census data with consumer 
credit information. 

Database Validation 


To ensure the continued effectiveness of the PM-USA Smoker Database, the 
continual assessment of database contents as well as system processing procedures 
is recommended. Such a system review ensures the accuracy of data used in the 
planning, implementation and analysis of PM-USA Brand direct marketing 
programs. 

PM-USA Adult Smoker Database validation was completed using a two - pronged 
approach. First the information contained in the database was reviewed and 
second, all database processing and procedures were examined. 
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Database Contents - Name/Address 


There are two ways to verify smoker name and address information on the 
PM-USA Smoker Database; specifically: 

1) Match the PM-USA Smoker Database against a third party database of 
the entire United States in order to ensure the highest level of 
name/address accuracy and completeness. Each of the four big 
suppliers of consumer data (i.e., R.L. Polk, Donnelley, Infobase, 
Metromail) start out with household name/address data sourced 
from public records. Because their consumer information is multi- 
sourced, often from public records, their data may be more accurate 
and complete than that obtained by PM-USA on consumer surveys 
and premium offer order forms. 

2) Another way to assess the accuracy of PM-USA smoker database 
name/address information would be to send a sample file from the 
database to a third party supplier that specializes in name/address 
data hygiene. 

Both options were combined with a recent test of NCOA, duplicate 
detection, and name/address hygiene software at Metromail using as 
sample file extracted from the PM-USA Adult Smoker Database. The 
database was found to be very "clean" in terms of name/address 
information; however, there is room for improvement in the area of 
duplicate identification (i.e., Metromail uncovered a 2.7% rate of 
duplication at the individual smoker level). As a result, negotiations are 
underway to send the database to Metromail for duplicate detection 
processing on a semi-annual basis. It is expected that the first process will 
identify between .75MM and 1MM legitimate duplicate smoker records. 

Database Contents - Brand, Brand Attributes, and Purchase Behavior 

In 4Q 1993, all self-reported brand, brand attribute and purchase behavior 
information on the PM-USA Adult Smoker Database was checked for 
validity, recency and completeness. 

Validity 

To establish the validity of database information, all data values for 
each data element were manually reviewed. This procedure 
confirmed that the data contained on the file are valid; however, the 
issue of its accuracy (i.e.. Is it reflective of actual smoker behavior?) is 
still outstanding. 
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Recency 


To establish the recency of database information, all data values were 
cross-tabulated by their source date. As a result of this exercise, it was 
concluded that about 70% of the information on the database is more 
than 12 months old. The challenge now is to determine the impact of 
information age on brand direct marketing program effectiveness. 

Completeness 

To determine the completeness of information on the PM-USA 
Adult Smoker Database, all data for an individual smoker were 
aggregated. As a result of this exercise, it was concluded that about 
80% of the smoker records on the PM-USA Adult Smoker Database 
were, in fact, incomplete (i.e., did not contain answers to all questions 
featured on the standard smoker survey). 

The challenge now is to determine the impact of information 
completeness on brand direct marketing program planning. 

Although the PM-USA Brands may not be using 100% of the survey 
data today, they may in the future. Therefore, the objective is to 
prepare for their evolving segmentation strategies. 

Database Processing 

The primary goal is to check all system programming to ensure consistency 
in logic within and across all computer programs. In addition, all system 
functions should be assessed in light of current system user requirements 
and a system enhancement/development plan defined. Once this system 
review is completed, measures can be put in place to facilitate the procedure 
on an annual basis. 

These procedures are now underway as part of supercomputer (MPP) beta 
site testing. 


The PM-USA Smoker Database tables can be accessed by authorized users on-line 
to view the database in its entirety on single variable measures. To profile 
segments of the database given some combination of brand/brand attribute and 
adult smoker behavior information, a formal profile request has to be submitted to 
the database as a count or restricted count using the Commonthread access tool. 
Given the size of the PM-USA Adult Smoker Database, all count and mail tape 
creation (i.e., "pull") requests require over-night batch processing. Up to 30 
requests can be processed per night via Commonthread. 
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Mail (ape creation requires either standard or special processing. A standard name 
pull uses the variables that are available through current database access 
techniques. Special processing is needed when a mail tape requires a combination 
of variables and/or specific response data that are not available via 
Commonthread. While a standard name pull can be completed over-night, 
special processing could require several days to several weeks depending on its 
complexity and the availability of programming staff in Richmond. 

It is estimated that over 1600 counts, 1800 restricted counts, 1200 mail tapes, and 
100 nile files (i.e., analytic data set containing all database information on a smoker 
segment) will have been automatically created by the end of the 1994 calendar year. 
(These figures do not take into account those data extracted with the help of PM/IS 
programmer support.) Please note that separate mail tapes are created for each 
unique adult smoker group included in a direct mail program to ease direct mail 
package production and back-end analysis. 

Given this high level of activity, the current over-night time requirement for 
counts/pulls, the 30 query per night limit, as well as a dramatic increase in the 
number of special processing requests, PM-USA found it necessary to seek out 
alternative database access tools. 

Cross/Z was selected after an extensive investigation because of the speed and 
flexibility with which database information could be accessed on a uni-variate as 
well as multi-variate basis. Unfortunately, Cross/Z has proven not to be an 
adequate replacement for the current access tool used in data extraction processing. 
Instead, Cross/Z will be focused exclusively on the support of database analysis. 

Alternate database access tools to support the extraction function are now being 
investigated. In addition, the Commonthread access tool has been rewritten and is 
now in test. It is expected that the new version will successfully complete up to 40 
database queries per night as well as provide increased flexibility in the ways that 
these queries are input. 

Database Output 

Once an audience is selected, the system can automatically generate a variety of 
output on different media. Specifically: 

Mail Tapes 

Mail tapes are available in three different formats on either magnetic tape 
or cartridge. 

Short contains smoker name and address only. 

Intermediate contains smoker name/address as well as the most 
recent regular brand smoked and corresponding attributes. 
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Long contains smoker name/address as well as the most recent 
smoker brand, brand attribute, smoker behavior, demographic and 
lifestyle/interest information. 

Research Tapes 

Research tapes are available in two different formats on either magnetic 
tape or cartridge. 

Standard research format contains smoker name/address as well as 
the most recent smoker brand, brand attribute, smoker behavior, 
demographic and lifestyle/interest information. This research file 
type is automatically generated when a mail tape is pulled for a 
direct marketing program. The file is stored for three years in the 
PM-Richmond data center library and can be shipped off-site upon 
request. 

Nile File contains all information available on the database for a 
selected smoker audience. It is shipped as seven distinct data sets — 
one for each type of data table on the database. 

Galley Lists 

List containing name, address, and telephone number. 

Name/Address Labels 

Cheshire and pressure sensitive labels. These are rarely output due to the 
time and effort required by Richmond to print and ship this output. 
Mailing labels are usually generated by a direct mail production shop 
using mail tapes. 

All requests for tape or printed output are generated by the system with complete 
shipping information on labels so that the PM-USA data processing center in 
Richmond can immediately ship the output without waiting for instructions. 
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V. DATABASE MANAGEMENT 


Successful management of the PM-USA Adult Smoker Database requires an 
effective partnership between the Direct Marketing/Database Development Group 
in New York, the Information Services team in Richmond and Leo Burnett. 


Planning & 
Prioritization 



Technical Support 


Project Management 
& Database Analysis 


PM Smoker 
Database 


At times, the expertise of this core team is supplemented by tapping other Philip 
Morris supplier partners, including MSA, Neodata, and Kowal & Associates. 
Across all areas of responsibility, the key objectives for the PM-USA Smoker 
Database management team are to: 

• Leverage the database as a strategic asset; 

• Execute flawlessly, and; 

• Operate efficiently. 
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EM-US_A'S_Role-J3jrect Marketing/Database Development Group 
(New York) 


The mission of the PM-USA Direct Marketing and Database Development 
Department is to provide database/information management and direct 
marketing expertise as core capabilities to support PM-USA Brand efforts to build 
business and maintain/grow smoker franchises. Toward these ends, the 
department will ensure that: 

• The PM-USA Adult Smoker Database is continuously refreshed; 

• Critical database information is available in a timely manner; 

• Information on the PM-USA Adult Smoker Database has the highest level 
of integrity; 

• All marketing systems and processes are state of the art; 

• Cutting edge direct marketing disciplines are standard operating procedure. 
Opportunities for 1994 include, but are not limited to the following areas: 

- Development of direct marketing standards; 

- Proper direct marketing test design; 

- Effective audience selection and targeting, using statistical models 
when appropriate; 

- Direct marketing program analysis and evaluation, and; 

- Alternate media channel testing. 

PM-USA's Role - Information Services 
(Richmond) 

The PM-USA Information Services team provides the technical support that is 
critical to the implementation of PM-USA Brand direct marketing programs. As a 
part of this function, the team ensures that system processing logic is effective and 
consistent within and across all database functions (e.g., input, duplication 
elimination, address standardization, updating, mailing output and reporting). 
With the growth of the database and the increasing complexity of brand direct 
marketing programs, the team also provides recommendations on system 
enhancement (i.e., hardware and software). 

Additionally, the Information Services team is responsible for the assessment of 
emerging technologies and their implementation, in order to keep the database on 
the technological cutting edge (e.g., Cross/Z as a database access tool, alternate 
system platforms to current DB2 format such as MPP). 
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Leo Burnett Role - Client Services Corporate Direct Group 
(Chicag o) 

The primary role of the Leo Burnett Client Service Corporate Direct Group is to 
promote strategic use of the PM Smoker Database by PM Brands. Specific areas of 
responsibility are outlined below: 

• Design and execution of programs which enhance and build the breadth and 
depth of the PM Smoker database (i.e., requalification and name generation 
programs). 

• Development and testing of cutting edge strategic database applications, 
including but not limited to direct marketing. 

Generate innovative program ideas, such as Just-in-Time Marketing 
and alternative couponing methods; 

- Coordinate development of testing methodology for programs; 

Enlist Brand support for test initiatives; 

Execute and evaluate results of initiative; and. 

Work with Brand to incorporate learning into on-going marketing 
efforts. 

• Dissemination of direct marketing expertise and guidance to all Brand 
marketing groups. 

Assist in training new Client Service personnel in Direct Marketing; 

Provide guidance to PM-USA Client Service on a variety of Direct 
Mail issues, such as postage classes and survey versioning; 

Analyze competitive direct mail activity; 

Maintain PM-USA & Competitive Direct Mail Archive system. 

Leo-Bujaett.RQle- Database Marke tin g-Gmup 

(Chicag o) 

The Leo Burnett Database Marketing Group works closely with the PM-USA Direct 
Marketing and Database Development Department and the PM-USA Information 
Services team in database management as outlined below: 

• Brand support; 
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• Information management; 

• Supplier management; 

• Database maintenance and development; 

• Database driven strategic analysis and applications. 

Brand Support 

Specific Leo Burnett responsibilities in the area of brand support include the 
planning, implementation, and analysis of PM-USA Brand database driven 
marketing efforts. 

• Involvement in direct marketing program planning, name selection and 

execution of name "pulls" off the database. 

Definition of the appropriate audience given the marketing 
objectives and strategy of the program. 

Obtaining PM-USA approval of the final audience selection criteria. 

Submitting the tape pull request to the database. 

Performing all quality control on the data tape using reports 
generated during tape creation coupled with the database itself. 

Requesting, reviewing and interpreting topline profiles of the 
audience selected; 

Ensuring that response devices capture appropriate smoker 
information. 

• Enforcement of quality control procedures during project implementation. 

Ensuring accurate personalization of all materials. 

Developing data flow "blueprints" to map out all data processing and 
data capture milestones. 

Selecting data entry suppliers and providing detailed data entry 
instructions for converting response data to alpha/numeric codes. 

Approving response tapes for loading onto the database in a timely 
fashion so that the data is available for further analysis. 
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Leo Burnett - Database Marketing Group 
(Chicago) 

Brand Support (continued) 


• Preparation of program specific analyses. 

Developing, together with Client Service and Mainline Research, an 
analytic plan for each mailing. 

Providing monthly response reports. 

Working together, with Client Service and Mainline Research, to 
analyze all response data and present the results to PM-USA. 

Information Management 

Work closely with PM-USA Direct Marketing and Database Development, in the 
development of reporting (both on-line and hard copy) to effectively disseminate 
key information about the database and how it is being used throughout the PM- 
USA organization. 

Supplier Management 

The Leo Burnett Database Marketing Group manages the PM-USA relationship 
with suppliers who provide response processing, data entry, data processing 
services, and response device microfilming. 

This responsibility includes: 

• Qualifying, selecting, and training external suppliers; 

• Preparing job specification, submitting job requests; 

• Performing quality control on supplier work, monitoring and evaluating 
supplier performance over time. 

Of note, Leo Burnett has developed an effective and efficient supplier selection 
and evaluation procedure to: 

• Select the highest caliber data entry suppliers; 

• Maintain a high level of performance through a formal performance 
review on an annual basis. 

Supplier services for fulfillment related functions including cashiering, coupon 
redemption, and merchandise fulfillment are managed and coordinated by the 
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Leo. Burn ett ^.Database Marketing Group 
iChicag o) 

Supplier Management (continued) 


PM-USA Fulfillment Group. Promotional Services Center, a Kraft General Foods 
subsidiary, has been the primary supplier of these services. In 1994, Promotional 
Services Center will close. At that time, these functions will most likely be split 
between a number of PM-USA supplier partners including Neodata and possibly 
LCS. 

Database Management and Development 

Overall, the Database Marketing Group's responsibilities in this area focus on data 
integrity and operational efficiency issues. Specifically, Leo Burnett is responsible 
for: 

• Ensuring that the information on the database is accurate; 

• Establishing reporting/quality control procedures; 

• Continually assessing/improving database efficiencies and capabilities; 

• Supporting Corporate database development programs such as Q.U.E. 
Strategic Analysis and Applications 

The overall focus of the Database Marketing Group in this area is to: 

• Identify how the database can address key business issues; 

• Support new strategic initiatives; 

• Use the data to gain and sustain a competitive advantage. 

Specific activity in this area has included: 

• Providing database analyses that support the planning process, including 
but not limited to: 

Database penetration of U.S. adult smoker population; 

Name utilization trends; 

Database erosion rates; 

Direct marketing responsiveness overall and by key segment. 

• Developing brand specific segmentation methodologies for direct marketing 
programs such as the OPB and Discount Brand loyalty segmentation 
schemes. 
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VI. Database As A 
Marketing Tool 
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VI. PM-USA DATABASE AS A BRAND MARKETING TOOT. 


The PM-US A Adult Smoker Database has been used to deliver direct marketing 
programs for both established products and new brand introductions. Generally- 
speaking, the objectives of PM-USA direct marketing programs are: 

1) To stimulate trial/conversion and generate incremental units among 
competitive adult smokers; and, 

2) To reward and strengthen brand loyalty among PM-USA brand franchises. 

More specifically, the strategic framework for brand direct marketing programs is 
as follows: 


ERflSRAM 

fl.BlECH.VES _ AEJ1RQ. AC H EXAMPLES 


Loyalty 


- Strong Brand Imagery 

- Continuity 

- Involvement Devices 

- On-going Communications 


Virginia Slims Club 
Merit Recontact 
B&H Continuity 
MAT/MCS 


Conversion 


New Product 
Introduction 


Volume 

Building 


- Strong Brand Imagery 

- Compelling Trial Offer 

- Low-Hurdle Purchase 
Incentive 

- Follow-up Continuity 

- Recontact to Responders 

- Strong Brand Imagery 

- Name Generation 

- Compelling Trial Offer 

- Low nurdle Purchase 
Incentive 

- Follow-up Continuity 

- Strong Brand Imagery 

- Multiple High Value 
Coupons 

- High Threshold 
Continuity 


Merit Blind Challenge 
Virginia Slims/Capri Offensive 
Alpine/SaJem Offensive 


Marlboro Medium 
Bucks for Zip 
Merit Ultima 
B&H Kings 


Multi-Brand Volume Pull 
Marlboro Volume Pull 


See Attachment C for a complete listing of brand direct programs fielded in 1990, 
1991,1992,1993, and 1994. 

In 1994, it is expected that the PM-USA Adult Smoker Database will support in 
excess of 60 branded mailings to over 24MM adult smokers, based on PM-USA 
Brand direct marketing schedules as of the end of IQ 1994. This level of activity is 
expected to be maintained in 1995 and beyond. 

Following are program results for several recent direct marketing programs. 
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1993 MARLBORO HOLIDAY VOLUME MAILING 


The '93 Holiday Volume Mailing was developed to generate incremental year-end 
volume among 4MM+ competitive full margin and discount smokers as well as to 
promote Marlboro’s image and build the franchise. 

Smokers were sent a Christmas Card, a smoker survey, and four carton coupons. 
Camel and Winston smokers received $3.00 off carton coupons while other 
competitive full margin and discount smokers were sent $2.00 off carton coupons. In 
addition, there was a small quantity of randomly selected smokers (Wave I only) who 
received $4.00 off carton coupons. 

The mailing dropped in two waves. Wave I (the majority of the mailing) dropped in 
November. Wave II, targeted to competitive responder to MAT and other Marlboro 
programs which were loaded to the Database after the original mailing, dropped in 
December. 

Program results are not yet available. 
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PROGRAM TITLE: 
OBJECTIVES: 

AUDIENCE: 

ELEMENTS: 

TIMING: 

DELIVERY: 

RESULTS: 


Marlboro Holiday Volume Mailing 
(#93271) 

Primary 

Generate incremental year-end volume among 
competitive full margin and discount smokers 

Secondary 

Promote image and build franchise 
Wave I 

3.8MM Camel, Winston, other Competitive FM, 
Competitive Discount smokers 

Wave II 

239M Camel, Winston, other Competitive FM, 
Competitive Discount smokers 

Outer envelope 
Christmas Card (preprinted) 

4, Carton Coupons ($2.00 to $4.00 in value) 
Smoker Survey 

Wave I: November 

Wave II: December 

Wave I: 3rd Class 

Wave II: 1st Class 

Not yet available. 
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1 193- MARLBORO AD.VENTURE.TEAM MAILINGS 


Program Summary 

The Marlboro Adventure Team Direct programs were developed to: 

• Enlist competitive discount smokers in the MAT promotion. 

• Maximize participation of Marlboro smokers in MAT. 

• Recontact and survey Marlboro smokers on the database that had not been 
receiving direct programs. 

• Enhance the excitement created by MAT media and retail efforts. 

The program consisted of 4 mailings targeted to Marlboro and competitive smokers. A 
total of 19.7MM mailings were sent to approximately 10MM smokers throughout 1993. 
Quantities by mailing and audience group follow. 

In addition to the mailings, this program included a Media catalog and application 
request, a "Free Gear" sweepstakes, as well as Bar Night/Van promotions. 

As of January, 9.1MM smokers have responded to various elements of this program. 

Of these, 47% are new names to the database. Response, by medium is as follows: 


Response f. ' 

Medium 

■ - - ■ ■ 

Available 

Responders 

# New Names To 
The Database 

% New Names 

To The Database 

Direct Mail 

1,977,791 

184,648 

9% 


2,709,843 

1,142,089 

42% 

Media App. 
Request 

121,581 

54,996 

45% 

"Free Gear" 
Sweeps Response 

468,354 

312,471 

67% 

Coupons from 
1993 FSI 

n/a 

n/a 

n/a 


2,806,647 

1,873,529 

67% 

Other Names in 
HH (Van/Bar 
Nights) 

1,039,863 

688,892 

66% 


9,124,079 

4,256,625 

47% 
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PROGRAM TITLE: 


MAT I Mailing 
(#93200) 


OBJECTIVES: 


AUDIENCE: 

ELEMENTS: 


TIMING: 

DELIVERY: 

RESULTS: 


Maximize enlistment of price and value 
sensitive competitive and Marlboro smokers in 
the MAT promotion 

Promote image and build franchise 

Refresh data on Marlboro smoker names 

Capitalize on volume opportunities 


6.5MM Marlboro and competitive smokers: 

• Marlboro (4.5MM) 

• Competitive (1.7MM) 

• Discount (.3MM) 


Outer envelope 
Letter/MAT Calendar 
MAT Gear I Catalog 

Team Application Request (YAMS only) 

Smoker Survey 

Coupons (#/value tailored to audience) 

Single coupon to Marlboro smokers 

Multiple coupons to competitive 
smokers 


Late January through mid-March 


First Class 


See summary 


OJ 
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PROGRAM TITLE: 


MAT II Mailing 
(#93215, #93217) 


OBJECTIVES: 


Generate volume 
Maintain MAT awareness 


AUDIENCE: 


ELEMENTS: 


TIMING: 

DELIVERY: 

RESULTS: 


6.9MM Marlboro and competitive smokers, mailed in 
two waves 

Wave I 

• Marlboro Lights, Females, age 21-34 

• Competitive, M/F, age 21-34 

Total Quantity: 1,897M 

Wave II 

• Marlboro smokers/MAT recipients (.899MM) 

• Competitive smokers/MAT recipients (.794MM) 

• Incremental competitive smokers (3.316MM) 

Total Quantity: 5.009MM 

Outer envelope 
Letter 

MAT Gear II Catalog 

Coupons (#/value tailored to audience) 

Wave I 

3, $4.00 Off Carton Coupons, or 

4, $4.00 Off Carton Coupons 

Wave II 

1, $4.00 Off Carton Coupon, or 

3, $4.00 Off Carton Coupons, or 

4, $5.00 Off Carton Coupons 

Bonus mile certificates 

Wave I: Late March 

Wave II: Mid-April 

First Class 

See summary 
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PROGRAM TITLE: 


MAT IIA Mailing 
(#93221, #93223) 


OBJECTIVES: 

AUDIENCE: 

ELEMENTS: 


TIMING: 

DELIVERY: 

RESULTS: 


• Build incremental volume 

• Promote Catalog II 

Marlboro smokers, age 21-54, who didn’t receive MAT 
II (4.6MM) 

Self-Mailer 

Letter 

2, $3.00 Off Carton Coupons 
1, 40 bonus mile certificate 

Smoker Survey (w/bounceback offer for Catalog II and 
a free gift - 5M test did not include free gift offer) 

May 

First Class 
See summary 
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PROGRAM TITLE: 

OBJECTIVES: 

AUDIENCE: 


ELEMENTS: 

TIMING: 

DELIVERY: 

RESULTS: 


MAT III Mailing 

(#93252) 

• Communicate the extension of the 
MAT program through 2/28/94. 

• Announce the introduction of the new Gear III 
catalog at retail. 


MAT Responders 

MAT non-responders, age 21-34, who are Marlboro 
smokers 

MAT Direct Catalog Responders: .208MM 

MAT Retail Catalog Responders: .240MM 

MAT App. Request Responders: .440MM 

MAT Non-Responders: 3.151MM 

Total Quantity: 3.643MM 


Self Mailer (includes letter, order form for Catalog III 
and survey questions) 

Late June 

Third Class 

See summary 
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BENSON-& HEDGES 100's SIGNATURE COLLECTION 


Program Summary 

The objective of the Signature Collection is to extend the impact of retail promotion, 
media, and direct mail. The strategies are to create offers that are thematically 
consistent with B&H's creative umbrella and offer high quality branded incentives to 
encourage purchase continuity and unit movement. 

Signature Collection was first tested in 1988 with a luggage offer at retail in 200 New 
York Metro Market stores. The Signature Collection luggage at retail went national in 
March of 1989. In May of 1989, the Signature Collection luggage was first tested in 
direct. Signature Collection items were offered again in direct during the May 1990 
"Privileges Club" magazine mailing. 

Signature Collection direct mailings increased from one in '92 to three in '93. There are 
six planned for 1994. The primary objectives of the mailings are to build 100's volume, 
maintain contact with current B&H smokers, and reduce alternative purchases. In 
addition, competitive audiences will be mailed in '94 to increase trial and additional 
purchases leading to conversion in the long term. Mailing recipients have received a 
combination of coupons and premium offers. 

The Signature Collection has evolved to more effectively and efficiently mail its 
audience. In August of 1993, B&H began using the OPB loyalty segmentation scheme to 
tailor its mailings based on smoker loyalty to the franchise. Four segments have been 
mailed - Ultra Loyals, Loyals, Unknowns, and Vulnerables. The mailings are now 
tailored so that coupon values and UPC requirements for premiums offered vary based 
on loyalty segment. B&H Ultra Loyals receive the lesser offer while B&H Vulnerables 
receive the richer offer. 
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Build 100's volume while maintaining contact with Current B&H 
smokers and reducing the amount of alternative purchases. 


Mailing 

Program # 

Pate A 

Ludience Size 

Signature Collection Pasta Set 

92301 

3/92 

800,605 

Signature Collection Inventory 

93320/93346 

2/93 

600,247 

Mailing 

Signature Collection Mugs & Coffee 

93370 

8/93 

1,000,000 

Signature Collection Pizza Set 

93380 

11/93 

1,078,018 

Signature Collection Pizza Set 

94305 


1,103,389 

Signature Collection Mugs & Coffee 

94301 

1/94 

836,886 

Signature Collection Movies 

94311 

3/94 

927,661 


Signature Collection Pasta 
Set 

(#92301) 


Signature Collection 
Inventory Mailing 
(#93320 & #93346) 


Letter 

Pasta Set Premium Offer 
4 $2.00 off carton coupon 
Recipes 

VERSION 1 
Letter 

2-$2.00 off carton coupon 
Signature Collection 
Catalog 
Order Form 


VERSION 2 
Letter 

Recipe Brochure 
2-$2.00 off carton coupon 
Cookbook Order Form 


Signature Collection Mugs Brochure offering: 

& Coffee Set of 4 Mugs 

(#93370) Coffee Samples 

2 Coupon Scenarios: 
2-$2.00 off ctn/ 4packs 
2-$1.00 off ctn/4packs 
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Benson & Hedges Signature Collection 
(continued) 


Program Elements : 
(cont) 


Mailiagr 

Signature Collection Pizza 
Set 

Nov. '93 
(#93380) 


Package Contents; 

Brochure offering: 
Baking Stone 
Steel Rack 
Pizza Cutter 
Pizza Spatula 
Cheese Shaker 
Red Pepper Shaker 
Pizza Cookbook 


Signature Collection Pizza 
Set 

Jan. ’94 
(#94305) 


4 Coupon Scenarios: 
2-$1.50 off ctn/4packs 
2-S2.00 off ctn/4packs 
2-S2.50 off ctn/4packs 
No coupon (test cell) 

Order Form 

Requalification Survey 

Brochure offering: 
Baking Stone 
Steel Rack 
Pizza Cutter 
Pizza Spatula 
Cheese Shaker 
Red Pepper Shaker 
Pizza Cookbook 

4 Coupon Scenarios: 
2-$1.00 off ctn/4packs 
2-S1.50 off ctn/4packs 
2-52.00 off ctn/4packs 
2*52.50 off ctn/4packs 

Order Form 

Requalification Survey 
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Benson & Hedges Signature Collection 
(continued) 


Program Elements: 
(cont) 


Mailing : 


Package Contents: 


Signature Collection Mugs Two creative letter 
& Coffee versions 

(#94301) Menthol 

Non-menthol 


Brochure offering: 

Set of 4 Mugs 
Coffee Samples 

2 Coupon Scenarios: 

(1) 2-$2.50 off ctn/4packs 
1-S2.00 off ctn/4packs 

(2) 2-S3.00 off ctn/4packs 
l-$2.50 off ctn/4packs 

Signature Collection Brochure offering videos 

Movies Letter 

(#94311) 4 Coupon Scenarios 

3-$1.00 off ctn/4packs 
3-S1.50 off ctn/4packs 
3-$2.00 off ctn/4packs 
3-$2.50 off ctn/4packs 

Order Form 
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Benson & Hedges Signature Collection 
(continued) 


•92/*93 

Response Status 


Mailings. 

Offer 

Responses 

Response 

Rate 

Signature Collection Pasta Set 

Coupon 

226,923 

28% 

(#92301) 

Order Form 

130,153 

16% 

Signature Collection Inventory 

Coupon 

139,865 

23% 

Mailing 

Collection 

12,118 

2% 

(#93320 & #93346) 

Order 

Form 

Cookbook 

7,907 

1% 

Signature Collection Mugs & Coffee 

Order 

Form 

Coupon 

311,965 

31% 

(#93370) 

Order Form 

159,147 

16% 

Signature Collection Pizza Set 

Coupon 

72,543 

7% 

(#93380) 

Order Form 

31,708 

3% 


Survey 

67,388 

6% 
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1993-MERIT- RECONTACT 


Program Summary 

The 1993 Merit Recontact program was a continuation of a series of mailings which 
began in late 1991. The theme of the mailings, "The Lighter Side of. .." was intended to 
communicate the brand's status as a free-standing light/ultra light cigarette. In total, 
five mailings were included in the series during 1993. The first four focused primarily 
on franchise smokers and a smaller, secondary group of competitive responders to 
Merit programs. The program began with an audience of 460M and, at its height, 
reached 946M adult, light/ultra light smokers who had responded to previous Merit 
programs. 

The primary objective of the 1993 Recontact Mailings was to solidify loyalty of the 
franchise to Merit by reducing the level of alternative purchases. Audiences have 
received a combination of high-value coupons, premium continuity offers, 
sweepstakes and other contest opportunities. 

During the year, the Recontact series evolved to more effectively and efficiently mail its 
audience. Beginning in May 1993, a segmentation scheme was developed to tailor 
mailings based on a smoker's loyalty to Merit. Four segments were identified - Ultra 
Loyals, Loyals, Unknowns, and Vulnerables. 

To date, 'The Lighter Side" Recontact series has met or exceeded response rate 
projections. Additionally, positive feedback about the mailings was given by program 
recipients in telephone interviews which were conducted after each of the first three 
mailings. 
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Mg. rit Recontac t 


Objective: 


Audience: 


Program 

Elements: 


Solidify franchise loyalty to the Merit brand by reducing 
the level of alternate purchases. 


Mailing 

Proeram # 

Drop Date 

Audience Size 

Lighter Side of Travel 

91420A 

12/91 

460M 

Lighter Side of Tailgating 

91420B 

8/92 

490M 

Lighter Side of New Year's Eve 

91420C 

11/92 

632M 

Lighter Side of Movies 

93402A 

2/93 

946M 

Lighter Side of Summer 

93406A 




93412A 

5/93 

603M 

Lighter Side of Morning 

93416A 

8/93 

1 ,019m 

Lighter Side of Genin' Away 

93419A 

10/93 

857M 

Mailing 

Coupon/ Offer 



Lighter Side of Travel 4/$3.00-off carton coupons 

91420A Catalog 

Photo Contest 


Lighter Side of Tailgating 2/$2.50-off carton coupons 

91420B Stadium Blanket Offer 


Lighter Side of New Year's Eve* $3.'00-off carton coupon 
91420C $2.50-off carton/5 pack 

$0.75-off 3 packs 
$4.00-off carton coupon 
$1.00-off 2 packs 
Survey 


Lighter Side of Movies* B2G1F 

93402A B1G1F 

$2.50-off carton/5 pack 
$2.00-off carton coupon 
$3.00-off carton coupon 
$4.00-off carton coupon 
Survey with incentive 
Popcorn Collection Offer 


42 


Source: https://www.industrydocuments.ucsf.edu/docs/znxlOOOO 


2041556253 


Merit Recontact (continued) 


Program 

Elements: 


Mailing 

Lighter Side of Summer* 
93406A/93412A 


Lighter Side of Morning 
93416A 


Lighter Side of Gettin' Away* 
93419A 


Coupon/Offer 

$1.50-off carton/3 pack 
$2.00-off carton/4 pack 
$2.00-off carton coupon 
$3.00-off carton coupon 
$2.50-off carton/5 pack 
Survey 

Beach Collection 

$1.50-off carton/4 pack 
$2.50-off carton/4 pack 
$2.00-off carton/5 pack 
$2.50-off carton/5 pack 
Survey w/ and w/o Incentive 
Gift Offer 

$1.00-off carton/4 pack 
$2.00-off carton/5 packs 
$1.50-off carton/5 packs 
Survey 

Refer-A-Friend 
Gift Offer 
Sweepstakes 


* Three coupons are included in each mailing. Some portions of these audiences 
received different coupon values to test response. 
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Merit Recontact (continued) 


Results: 

Mailing 

12/91 

Lighter Side of Travel 
(#91420A) 

8/92 

Lighter Side of Tailgating 
(#91420B) 

11/92 

Lighter Side of New Year's Eve 
(#914200 

2/93 

Lighter Side of Movies 
(#93402A) 

5/93 

Lighter Side of Summer 
(#93406A and #93412A) 

8/93 

Lighter Side of Morning 
(#93416A) 

10/93 

Lighter Side of Gettin'Away 
(#93419) 


Coupon/Offer 

Response Rate 

Coupons 

30.6% 

Catalog 

35.9% 

Contest 

1.0% 

Coupons 

17.5% 

Stadium Blanket 

1.8% 

Coupons 

TBD 

Survey 

21.7% 

Coupons 

39.8% 

Survey 

18.7% 

Popcorn Collection 

1.1% 

Coupon 

TBD 

Survey 

26% 

Gift 

4.1% 

Coupon 

TBD 

Survey 

15% 

Gift 

4.3% 

Coupon 

TBD 

Survey 

TBD 

RAF 

TBD 

Gift Offer 

TBD 

Sweepstakes 

TBD 
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VIRGINIA SLIMS CLUB 


P ro gr am Q ygjvigw 

The Virginia Slims Club began in 1988 as a test program which mailed to 63,000 Slims 
and competitive smokers. There were two primary objectives of the Club: 

1) To build loyalty among Virginia Slims smokers; and, 

2) To generate purchase/trial among competitive adult female 100's/120's 
smokers. 

By the end of 1992, membership of the Club had grown to 646,000 Virginia Slims and 
competitive smokers, each of whom received three direct mailings during the year. 

For the first time, Virginia Slims smokers were segmented into either a price-sensitive 
or a non-price sensitive track based on select database indicators in order to deliver the 
most appropriate coupon values to each. 

In 1993, membership in the Club increased to 1.4MM Virginia Slims and competitive 
smokers and the total number of mailings doubled to six. A new segmentation 
scheme, revised so that actual purchase behavior was the primary determinant of 
which mailing elements each smoker received, resulted in a distinct image and price 
track under the Slims Club banner. 

The Image Club contained four upscale mailings which concentrated on Slims imagery 
and continuity offers in order to retain the current franchise and attract YAF's. The 
Price Club contained six lower cost mailings which focused on high value couponing in 
order to generate purchase and trial among price-sensitive smokers. 

Moving forward into 1994, the brand has implemented a new loyalty/ 
responsiveness segmentation scheme for its 1.5MM Slims Club members. 

Utilizing self-reported survey information and actual response data, the mailing 
audience is segmented based on brand loyalty and responsiveness to past Slims Club 
mailings. The resulting audience segments are then delivered relevant coupon 
values and premium offers. 

The Virginia Slims Club continues to be one of PM's most successful on-going 
continuity programs. Overall 1993 response rates show that segmenting Slims 
smokers has a positive effect on response to the Slims Club direct offers. 
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Virginia Slims Club 


1993 Objectives: 

Image Driven 

• Retain current franchise 

• Attract YAFs 

Price-Driven 


• Generate purchase/trial among price-sensitive smoker 

• Prevent outswitching to competitive Discount brands 


Date 

Program # 

Mailing 

Audience 

Size 

5/91 

91605A 

'91 Slims Club #1 

640M 

7/91 

91605B 

'91 Slims Club #2 

275M 

11/91 

91605C 

'91 Slims Club #3 - Book Days 

263M 

12/91 

91605D 

'91 Slims Club #4 - Holiday 

260M 

3/92 

92605A 

'92 Slims Club #1 - Shop Spree 

492M 

8/92 

92605B 

'92 Slims Club #2 - Chic Gear 

590M 

10/92 

92605C 

'92 Slims Club #3 - Book Days 

646M 

1/93 

93605A 

'93 Slims Club #1 - V-Wear 

1.1MM 

3/93 

93605B 

'93 Slims Club #2 - V-Wear 
Reminder 

1.1MM 

5/93 

93605C 

'93 Slims Club #3 - Spring 
Savings 

400M 

7/93 

93605D • 

'93 Slims Club #4 - Charm 
Bracelet 

1.4MM 

9/93 

93605E 

'93 Slims Club #5 - Book Days 

1.4MM 

12/93 

93605F 

'93 Slims Club #6 - New Years 

1.4MM 

1/94 

94605A 

'94 Slims Club #1 - V-Wear 

1.5MM 

3/94 

94605B 

'94 Slims Club #2 - V-Wear 
Reminder 

1.5MM 
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(continued) 



'91 #1 
(#91605A) 

Slims: 

Competitive: 
Membership offer 

$1.00 off 3 pks/Ctn 
BlGlF/$2.00 off Ctn 

'91 #2 
(#91605B) 

Slims: $1.00 off Ctn 

Competitive: $2.00 off 4pks/Ctn 

Offer for T-Shirt, Mug, Tote bag 

'91 #3 - Book Days 
(#916050 

Slims: 

Competitive: 

Offer for watch 

Offer for Book of Days 

$1.00 off 4 pks/Ctn 
$2.00 off 4 pks/Ctn 

'91 #4-Holiday 
(#91605D) 

Slims: 

Competitive: 

Survey 

Holiday Card 

$1.00 off 4 pks/Ctn 
$2.00 off 4 pks/Ctn 

'92 #1 - Shop Spree 
(#92605A) 

Slims Price Sensitive: 

Slims Non-Price Sens: 

Competitive: 

Sweepstakes 

$1.00 off 2pk/C tn 
$2.00 off 4pk/Ctn 
$1.00 off 2pk/Ctn 
2-$2.00 off 4pks/Ctn 

'92 #2 - Chic Gear 
(#92605B) 

Slims Price Sensitive: 

Slims Non-Price Sens: 
Competitive: 

Offer of Chic Gear 

$1.00 off 2pk/Ctn 
$2.00 off 4pk/Ctn 
$1.00 off 2pk/Ctn 
2-$2.00 off 4pks/Ctn 

'92 #3 - Book Days 
(#926050 

Slims Price Sensitive: 

Slims Non-Price Sens: 
Competitive: 

Survey 

Offer of Book of Days 

$2.00 off 2pk/Ctn 
$3.00 off 4pk/Ctn 
$2.00 off 2pk/Ctn 
2-S3.00 off 4pks / Ctn 
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Vir ginia Slims Club (continued) 


Program Elements (continued) 


Slims Club 
Ma ilin g 

'93 #1 - V-Wear 
(#93605A) 


'93 #2 - V-Wear 

Reminder 

(#93605B) 


'93 #3 - Spring 

Savings 

(#936050 


'93 #4 - Charm 

Bracelet 

(#93605D) 


'93 # 5 - Book of 
Days 

(#93605E) 


Program Elements 


Full Margin Plus: 

Full Margin Slims: 
Full Margin Comp: 
Deal Sensitive Slims: 
Deal Sensitive Comp: 
Discount: 

V-Wear catalog/order 


2- $2.00 off 4pks/ ctn 
2-$2.00 off 4 pks/ ctn 
2- $3.00 off 6 pks/ctn 
2- $3.00 off 6 pks/ctn 
2- $4.00 off ctn 
4 -$4.00 off ctn 


Full Margin Plus: 

Full Margin Slims: 
Full Margin Comp: 
Deal Sensitive Slims: 
Deal Sensitive Comp: 
Discount: 

V-Wear catalog/order 

Deal Sensitive Slims: 

Deal Sensitive Comp: 
Discount: 

Full Margin Plus: 

Full Margin Slims: 
Full Margin Comp: 
Deal Sensitive Slims: 
Deal Sensitive Comp: 
Discount: 

Order form for charm 


2- $2.00 off 4pks/ctn 
2-$2.00 off 4 pks/ctn 
2- $3.00 off 6 pks/ctn 
2-$3.00 off 6 pks/ctn 
2-$4.00 off ctn 
4 -$4.00 off ctn 
form 

2-$3.00 off 6 pks/ctn 

2-$4.00 off ctn 
4 -$4.00 off ctn 

2- $1.00 off 2pks/ctn 
2-$1.00 off 2 pks/ctn 
2- $3.00 off 6 pks/ ctn 
2-$1.50 off 6 pks/ctn 
2-$3.00off 6 pks/ctn 
4 -$3.00 off ctn 
bracelet 


Full Margin Plus: 


2- $1.00 off 4pks/ctn 


Full Margin Slims: 
Full Margin Comp: 
Deal Sensitive Slims: 
Deal Sensitive Comp: 
Discount: 


2-$1.00 off 4 pks/ ctn 
2- $1.50 off 4 pks/ctn 
2-51.50 off 6 pks/ cm 
2-$2.00 off 6 pks/ctn 
4 -$2.00 off 6 pks/ cm 


Order form for Book of Days 
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(continued) 



'93 #6 - New Years 

Full Margin Plus: 

2- $1.00 off 4 pks/ctn 

(#93605F) 

Full Margin Slims: 

2-$1.50 off 4 pks/ctn 


Full Margin Comp: 

2- $3.00 off ctn 


Deal Sensitive Slims: 

2-S2.00 off 6 ctn 


Deal Sensitive Comp: 

1-S2.00 off ctn 
1-B2G1F pack 


Discount: 

1- $2.00 off ctn 

1- B1G1F pack 

: 

Misty: 

2 - $3.00 off ctn 

i 

10 Bonus UPC certificate 


! '94 #1 - V-Wear 

Slims Ultra Loyal: 

1- $2.00 off ctn 

(#94605A) 

1-$1.00 off 4 pks/ ctn 


Slims Loyal: 

1- $2.00 ctn 

f ** 


1-$1.00 off 4 pks/ctn 


Slims Unknown: 

2- $1.00 off 4 pks/ctn 
2- $2.00 off ctn 


Slims Vulnerable: 

2- $1.00 off 4 pks/ctn 
2- $4.00 off ctn 


Comp. Full Margin: 

2- $1.50 off 4 pks/ctn 
2- $3.00 off ctn 


Comp. Discount: 

2- $2.00 off 4 pks/ctn 
2- $4.00 off cm 


V-Wear catalog/order form 

'94 #2 - V-Wear 

Slims Ultra Loyal: 

1- $2.00 ctn 

Reminder 

1-51.00 off 4 pks/ctn 

(#9460513) 

Slims Loyal: 

1- $2.00 cm 

1-S1.00 off 4 pks/ctn 


Slims Unknown: 

2- $1.00 off 4 pks/ctn 
2- $2.00 off cm 


Slims Vulnerable: 

2- $1.00 off 4 pks/ctn 
2- $4.00 off ctn 

2- $3.00 off ctn 


Comp. Discount: 

V-Wear order form 
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Vir ginia Slims Club (continued) 

Response Rates 


Mailing 

Program 

Overall 

Coupon 

Premium 

Survey 

1991 Slims Club #1 

Tr 

91605A 

18% 

2%* 

15% 

_ 

1991 Slims Club #2 

91605B 

26% 

11% 

8% 

— 

1991 Slims Club #3 

91605C 

22% 

10% 

7% 

— 

1991 Slims Club #4 

91605D 

29% 

6% 

— 

16% 

1992 Slims Club #1 

92605A 

46% 

6% 

28%** 

_ 

1992 Slims Club #2 

92605B 

17% 

15% 

1% 

— 

1992 Slims Club #3 

92605C 

20% 

N/A 

N/A 

N/A 

1993 Slims Club #1 

93605A 

16% 

N/A 

N/A 


1993 Slims Club #2 

93605B 

13% 

N/A 

N/A 

— 

1993 Slims Club #3 

93605C 

N/A 

N/A 

N/A 

— 

1993 Slims Club #4 

93605D 

N/A 

N/A 

N/A 

— 

1993 Slims Club #5 

93605E 

N/A 

N/A 

N/A 

— 

1993 Slims Club #6 

93605F 

N/A 

N/A 

N/A 


1994 Slims Club #1 

94605A 

N/A 

N/A 

N/A 

— 

1994 Slims Club #2 

94605B 

N/A 

N/A 

N/A 

— 


* Low coupon responses to 1991 Slims Club #1 due to not all of the 
coupons reaching the database 

* * Premium response for 1992 Slims Club #1 is to the sweepstakes 
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1993 ALPINE DIRECT MAIL #1 


Alpine's first mailing in 1993 was designed to convert competitive price-sensitive 
smokers to Alpine, reinforce Alpine's positioning as a great-tasting, low price menthol 
brand and begin building a relationship with the mailing audience. Among it's own 
smokers, the objective of the mailing was to build loyalty and increase purchase as well 
as reward them. 

The mailing dropped in March. The theme of the mailing was "journeying to the 
peak" of refreshment. Alpine smokers received a Sport Collection offer along with a 
letter and survey. Competitive smokers received a dimensional mailing containing 2 
free packs of Alpine, carton and pack coupons, along with the Sport Collection offer, 
and a survey. A lighter incentive was included for returning the survey in both 
versions. 

Results indicate that the mailing was somewhat successful in converting competitive 
price sensitive smokers to Alpine. Four percent of competitive smokers now report 
Alpine as their current brand, while 10% redeemed a coupon or participated in the 
continuity offer. Competitive smokers moved over 37MM units. Thirty percent of 
Alpine smokers redeemed a coupon or participated in the continuity offer, moving 
20.3MM+ units. 
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PROGRAM TITLE: 

OBJECTIVES: 


AUDIENCE: 

ELEMENTS: 


TIMING: 

DELIVER: 


Alpine DM #1 
(#93700) 

Offensive 

• Convert price-sensitive smokers 

• Reinforce Alpine's positioning as a great¬ 
tasting, low price menthol brand 

• Build relationship with target group 
Defensive 

• Build loyalty/increase purchase 
continuity among Alpine smokers 

• Reward current franchise 


730M Alpine and competitive smokers 

Alpine: 115M 

Competitive: 615M 

Offensive 


Outer Box 
Personalized letter 

Personalized survey w/lighter incentive 
BRE 

2 Packs Live Product 
Sport Collection 
$2.00 Off Carton Coupon 
B2G1F Pack Coupon 

Defensive 


Outer Envelope 
Non-Personalized Letter 
Personalized Survey/BRC 
Sport Collection Offer 


March 
First Class 
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Alpine DM #1 (continued) 


RESULTS: Alpine Smokers 

• 30% redeemed a coupon or took 
advantage of the continuity offer 

• 64M coupons were redeemed 

• 23M continuity orders placed 

• 20.3MM units moved volume moved at a 
CPM of $25.63 

Competitive Smokers 

• 4% now report Alpine as their current 
brand 

• 10% redeemed a coupon or took 
advantage of the continuity offer 

• 109M coupons were redeemed 

• 24M continuity orders placed 

• 37MM units moved at CPM of $28.19 
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19_93_CAMBRIPGE DIRECT MAIL #1 


The first Cambridge mailing in 1993 was developed to encourage trial among 
competitive smokers and build volume among both Cambridge and competitive 
smokers. 

Smokers were sent a package which included a personalized letter and survey as well as 
carton coupons. The offensive group also received a coupon for a free pack of 
Cambridge as well as two "rich" pack coupons. 

The mailing dropped in February. Results indicate that the mailing was successful in 
generating trial among the competitive smokers and had a positive impact. Thirty-one 
percent of Cambridge smokers redeemed at least one coupon. Twenty-two percent of 
the competitive smokers redeemed at least one coupon and 8% now report Cambridge 
as their regular brand. Consideration Set mentions for Cambridge have increased 
substantially since this mailing dropped, increasing from 7% to 59%. Finally, 8,680 pass- 
along responders (i.e., individuals who had not received the mailing but were given 
the coupons by a friend) were generated from the mailing. 
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PROGRAM TITLE: 


Cambridge DM #1 
(#93800) 


OBJECTIVES: • Encourage trial among competitive 

smokers 

• Build volume among Cambridge and 
competitive smokers 


AUDIENCE: 


ELEMENTS: 


TIMING: 

DELIVER: 


770M Alpine and competitive smokers 

Cambridge: 395M 

Doral: 236M 

Other Competitive: 139M 

Offensive 


Outer Envelope 
Letter 

Personalized survey w/lighter incentive 
Coupon for free pack of Cambridge 
2, $2.00 Off Carton Coupon 
B1GIF & B3G2F Pack Coupons 

Defensive 

Outer Envelope 
Letter 

Personalized Survey w/lighter incentive 
$2.00 & $1.00 Off Carton Coupons 

February 

First Class 


RESULTS: Cambridge Smokers 

• 31% redeemed at least one coupon 

• 563M coupons redeemed 

• 112.5MM units moved at a CPM of $10.36 

Competitive Smokers 

• 22% redeemed at least one coupon 

• 319M coupons redeemed 

• 29.8MM units moved at a CPM of $28.80 

55 


Source: https://www.industrydocuments.ucsf.edu/docs/znxl0000 


99Z9SSW0Z 



VII. Strategic Applications 
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VII. STRATEGIC DIRECT AND DATABASE APPLICATIONS 


Strategic direct and database applications represent those direct and database 
activities which have not yet been mainstreamed into PM-USA Brand marketing 
efforts. They address key challenges facing Philip Morris in today's marketing 
environment. As such, these activities are usually: 

• Reactionary to in-market conditions or smoker behaviors; 

• Systems and/or process driven; 

• Highly measurable; 

• Funded by Corporate; 

• Complementary to brand efforts; 

• Implemented with Brand participation and approval. 

Opportunities in this area for 1994 include: 

Direct to smoker selling 

Sell cigarettes through mail order catalog. A two state test is currently in 
the works. 

Selective Binding: 

Work in cooperation with large magazine publishers such as Time Inc., 
Hachette, and Meridith Corporation to identify magazine subscribers who 
smoke. The vision is to segregate tobacco advertising by PM-USA Brand 
such that the smoker receives a relevant marketing communication. 

Electronic Couponing (i.e., micra-encoded check coupon) 

Use check coupons to ensure that direct mail program response results are 
available within weeks of a direct marketing program mail drop versus 
the month lag now experienced. There is concern, however, that retailers 
will balk at accepting the checks because they would no longer receive the 
8 cent coupon handling charge. Moreover, the smoker has the option to 
directly deposit any check received in the bank, thereby avoiding product 
purchase requirements. 

Interactive POS Technology 

Tap into these emerging technologies to provide added support at the 
retailer level for couponing, surveying, and smoker recognition. There 
are limitations, however, in terms of reach as well as legal compliance. 
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PM Bank 


A frequent buyer program to enhance PM-USA fulfillment and adult 
smoker communications. Offer would be the opportunity to open a "bank 
account" to facilitate the collection of product UPC's; the balance would 
subsequently be available for offer redemption. The benefit to PM-USA 
would be increased opportunity to talk to adult smokers via a quarterly 
"bank statement," an ability to use the telephone to place orders for 
merchandise, and increased ease in UPC counting/processing. 

Niche Businesses 


Address key smoker segments often overlooked by the PM-USA Brand 
Teams. These untapped markets include, but are not limited to, boomers, 
the military, carton buyers, and Hispanic adult smokers. 

A number of initiatives, begun in 1993, are still top priority. 

Tust-In-Time Marketing 

Just-In-Time Marketing recognizes that there are competitive advantages 
in being able to anticipate significant trends and events, identify them at 
the time they occur, and act upon them immediately. 

Ideally, PM-USA would have off-the-shelf Brand marketing programs 
developed in advance, specifically designed to address the relevant smoker 
segments associated with each in market situation. The drivers of these 
Just-In-Time smoker communications would include, but are not limited 
to, brand switching (e.g., from PM-USA to competitive brand), smoker 
change of address (e.g., from area with high to area with low regular brand 
penetration), and change in brand loyalty. 

In 1994, PM-USA will focus on evaluating the feasibility and applicability 
of the following Just-in-Time marketing concepts: 

• Marlboro Country Store order fulfillment insert (e.g., "Thank you 
for shopping at the Country Store"); 

• Follow-up survey and thank you to consumers who attend Virginia 
Slims events. 

The Just-in-Time Marketing concept has also become a systems integration 
vision. The goal is to link all market and smoker information sources 
together such that opportunities for and challenges to Philip Morris in the 
marketplace at any level can be recognized and acted upon quickly. 
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Valuing The Smoker 


In the current marketing environment, it becomes increasingly critical to 
assess the strategic and financial value of the adult smokers in the PM- 
USA Adult Smoker Database for both the immediate term and over time. 
To do this, the following questions need to be answered: 

• What is each smoker segment/individual worth? 

• Do we have enough of the most "valuable" adult smokers? 

• What are the current investments devoted to each adult smoker 
segment/individual? 

• Are we investing efficiently? 

Our goal is to incorporate this approach into the decision making process 
for database name allocation and brand direct marketing audience 
selection criteria. 

Name Allocation 

The overriding goal of database name allocation is to ensure that the PM- 
USA Adult Smoker Database is treated as a Corporate asset. With this in 
mind, efforts in 1993 to establish name allocation policies and procedures 
have been successful. The policies and procedures approved meet the 
following criteria, in order of priority: 

• Are smoker driven; 

• Are easily adaptable to changes in the market; 

• Enhance brand efficiencies; 

• Result in optimal use of the database; 

• Ensure long term Corporate profitability. 

A "test run" of the approved name access methodology resulted in 
approximately 41% of the database being used exclusively by one PM-USA 
Brand; another 40% of the database being used by more than one PM-USA 
Brand; and 19% of the database not allocated to a PM-USA Brand due to 
missing or out-of-date smoker information. The goal is to include all 
unallocated adult smokers in Corporate QUE efforts to get updated 
information. 

Our next challenge is to develop equitable smoker contact management 
policies and procedures to ensure effective brand communication now 
and in the future. 
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Behavioral Models 


In 1993, statistical models that predicted coupon redemption for Brand 
volume pulls were developed and tested. 

During the course of 1994, a number of statistical models will be developed 
and implemented to be used as tools for maximizing the efficiency and 
effectiveness of Brand direct marketing programs. The specific models to 
be developed include: 

• Responsiveness to Specific Brand Offers; 

• Brand Switching; 

• Promotion Mix; 

• Loyalty; 

• Price Sensitivity. 

Local Area Marketing 

Through use of the PM-USA Adult Smoker Database, PM-USA is well 
poised to deliver effective marketing initiatives at the local level. Strategic 
use of the system includes, but is not limited, to the following 
applications: 

• Heavy-Up in Region 5 

Planning, implementation, and analysis of database driven 
marketing efforts to support a marketing focus on this troubled 
region. 

• Excise Tax Defense 

Delivery of coupons at the local and state level to temporarily offset 
the impact of price increases driven by higher taxes on tobacco. 

Technological Database Advances 

PM-USA continues to operate within the technological limitations of the 
current database system hardware and software configuration. An 
exploration of alternatives to improve database maintenance, access, and 
analytic capabilities was begun in 4Q 1993. Supercomputer technology 
(MPP) is now being tested as a result of this effort. 

To further investigate other options, PM-USA hosts a technology round 
table discussion with all supplier partners (i.e., Leo Burnett, MSA, 

Neodata, Kowal & Associates) and sister companies (Kraft General Foods, 
Miller Brewing Company) in attendance. These meetings are held 
quarterly. 
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FM-USA and Competitive Direct Mail Tracking System 


The Direct Mail Archive System contains information on direct mail 
packages for PM-USA Brands as well as competitors' brands. The system, 
which is MAC-based, has been designed to give PM-USA Brand timely 
access to direct mail activity. As a result, it will be updated on a monthly 
basis. 

For each direct mail package received, there will be an image of the 
package, details about both, its target audience and program elements, 
along with the date of receipt. 

This information can be used to generate ideas when planning PM-USA 
Brand direct mail programs. It will also help keep PM-USA Brand abreast 
of competitors' actions. It allows users to aggregate details so they can trace 
a particular brand's activity over time or call up all direct packages that 
contain a specific element (i.e., live product or merchandise catalogs). 


60 


Source _https://www.industrydocuments.ucsf.edu/docs/znxl0000 


2041556272 


20415562 73.A 


Source: https://www.industrydocuments.ucsf.edu/docs/znxlOOOO 



Staadtfd Smoker'* Survey 


2s.iiboK2V3b 



Source: https://www.industrydocuments.ucsf.edu/docs/znxlOOOO 






•W” 


VIII. Attachments 


Source: https://www. industrydocun 


2041556273 



.ucsf.edu/docs/znxl0000 



2041556274 



Source: https://www.industrydocuments.ucsf.edu/docs/znxlOOOO 



PM-USA 

DATABASE MANAGEMENT SUPPLIFEfi 


Database Manager 

Leo Burnett U.S.A. 

35 West Wacker Drive 
Chicago, EL 60601 
Contact: Margo Conant 
312-220-4754 

NCQA Processing 

May & Speh Direct 
1501 Opus Place 
Downers Grove, IL 60515 
Contact: Michael Loeffler 
708-964-1501 

Database Access 

Cross/Z International 
7 Park Place 
Great Neck, NY 11021 
Contact: Mark Chioscielewsld 
516-482-6300 

Geodemographic Clusters 

Strategic Mapping Inc. 

70 Seaview Avenue 
Stamford, CT 06904 
Contact: David Lemons 
203-353-7274 

Database Analysis 

MSA (Management Science Associates, Inc.) 

6565 Penn Avenue at Fifth 

Pittsburgh, PA 15206 

Contact: Lou Schwarz 

412-362-2000 

IRI (Information Resources Incorporated) 

30 Old Kings Highway South 
Darien, CT 06820 
Contact: RickSchrager 
203-656-7091 
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PM-USA MICROFILM SUPPLIER 


Microfilm Service Company, Inc. 
161 Tower Drive 
Unit C 

Burr Ridge, IL 60521-5776 
Contact: Donna Smith 

703-654-2393 
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pm-usa 

DAIA-ENTRY SUPPLIERS 


.Company Name/Address 

Primary Contact 

Business Systems Inc. 

8157 S. Cass Avenue 

Darien, IL 60559 

Clive Sirlrin 

PH#: 708-241-4441 

FAX#: 708-241-9783 

Data Dimensions Corp. 

340 Midland Road 

P.O. Box 1465 

Janesville, WI 53147 

Walter Bush, President 

PH#: 608-757-1100 

FAX#: 608-757-1065 

Data Shop 

1230 Plainfield Avenue 

Janesville WI 53545 

Les Myers, E.V.P. 

PH#: 608-752-2580 

FAX#: 608-752-2985 

Input Services Inc. 

1130 Northchase Parkway 

Suite 100 

Atlanta/Marietta, GA 30067 

Art Zipkin, Mgr. of Marketing & Sales 
PH#: 404-952-8094 

FAX#: 404-984-1223 

International Data Corp. 

1884 Lackland Hill Parkway 

Suite 3 

St. Louis, MO 63146 

Gayle Meyers, President 

PH#: 314-432-7866 

FAX#: 314-432-5960 

Players Computer 

20 Constance Court 

Hauppauge, NY 11788 

Christian Kropac 

PH#: 516-582-2650 

FAX#" 526-582-2767 

SC Data 

1112 Seventh Avenue 

P.O. Box 2500 

Monroe, WI 53566 

Marc Klein, Director of Sales 

PH#: 608-328-8619 

FAX#: 608-328-8457 

Unique Data Services 

7229 Olde Salem Circle 

Hanover Park, IL 60103 

Ron Farrey, President 

PH#: 708-289-4700 

FAX#" 708-830-3857 

Image Entry 

715 North Main Street 

London, KY 40741 

Bill Deaton, President 

PH#: 606-878-5508 

FAX#: 606-878-5470 


PM-USA {1} 
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PM-USA Fulfillment Supplier 


Company. Em&L Address 

Promotional Services Center 
3 Stuart Drive 
Kankakee, EL 60902 

NEODATA 

111 10th Street 

Des Moines, IL 50309 


PM-USA (3) 


Primary Contact 

Theresa Barnes 
PH#: 815-937-7014 


Chris Warwick 
PH#: 515-237-4744 

FAX#: 515-237-4735 
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PM-USA 

KATA-PROCESSING SUPPLIERS 


Company Name/Address 

Primary Contact 

Computer Strategy Coord. 

955 American Lane 

Suite 300 

Schaumburg, IL 60173 

Michael Gunn, VP Marketing 
PH#: 708-330-1313 

FAX#: 708-330-9155 

Creative Automation 

200 Fencl Lane 

Hillside, IL 60102 

Nancy Bible 

PH#: 708-449-2800 

FAX#: 708-449-2813 

Direct Marketing Technology 

955 American Lane 

Schaumburg, EL 60173 

Michael Duffy, Dir. Dbase Mkt. 
PH#: 708-517-5667 

FAX#: 708-517-5609 

MCN Computer Services 

5225 Auto Club Drive 

Dearborn, MI 48126 

Kenneth Pingel, Marketing Rep. 
PH#: 313-323-4018 

Phoenix Data Processing 

645 Blackhawk Drive 

Westmond, IL 60559 

Mike Stuermer 

PH#: 708-645-4400 

FAX#: 708-654-4470 

Renkim Corporation 

13333 Allen Road 

Southgate, MI 48195 

Robert McNamara, Account Mgr. 
PH#: 313-374-8300 

FAX#: 313-374-8323 

RMI Computer Services 

4 Skyline Drive 

Hawthorne, NY 10532 

Larry Less 

PH#: 914-374-4949 

FAX#: 914-347-2954 

Unique Data Services 

7229 Old Salem Circle 

Hanover Park, JL 60103 

Randy Suske, VP 

PH#: 708-289-4700 

FAX#" 708-830-3840 


PM-UJA (2) 
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R: REDACTED MATERIAL 


EMi US A 

TELEMARKETING SUPPLIERS 


£jmiaiULJSam^AddEBS8 

Kowal & Associates 
29 Commonwealth Avenue 
Boston, MA 02116 


Ron Weber and Associates, Inc. 
200 Boston Post Road 
Orange, CT 06447 

m Marketing Services 
43-585 Monterey Avenue, Suite 4 
Palm Desert, CA 92260 

Telemark/USA Direct 

627 Eagle Rock Avenue, Suite 104 

West Orange, NJ 07052 

SITEL 

7720 Crownpoint Avenue 
Omaha, NE 68134 

AT&T American Transtech 
8000 Baymeadows Way 
Jacksonville, FL 32256 

NEODATA 

10210 South 50th Place 

Phoenix, AZ 

Telematch 

6883 Commercial Drive 
Springfield, VA 22159 

Executive Marketing Services, Inc. 
184 Shuman Boulevard, Suite 300 
Naperville, IL 60563 


Primary Contact 

Kenneth F. Dec 
Director, Client Services 
PH#: 617-247-2424 

FAX#: 617-247-2980 

Ron Weber, President 
PH#: 302-799-0000 


Jeff Symon 

Vice President, National Accounts 
PH#: 619-773-4414 

Guy Parker 
President 

PH#: 201-731-0074 

Dick Musil 

PH#: 402-496-6992 


Ron Price 

PH#: 904-636-1000 


Julie Toby 

. PH#: 214-444-9199 


Donna Horton 


Mike Maxin 


PM-USA (S) 
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£MdLM 

Sweepstakes/Promotion Suppliers 

CompaMLName/Address 

Primary Contact 

Comart 

360 W. 31 Street 

New York, NY 10001 

Lori Brandon, S.V.P. 
PH#: 212-714-2550 

FAX#: 212-714-2621 

Promotion Activators 

15 E. Palatine Road #101 
Prospect Hts, IL 60070 

Max Anderson 

PH#: 708-541-3370 

FAX#: 708-541-4139 

Venture Associates 

1350 Avenue of the Americas's 
New York, NY 10019 

Dana Starace 

PH#: 212-586-9720 

FAX#: 212-586-0844 

Regis Marketing Group 

8700 W. Bradley Road 
Milwaukee, WI 53224 

Jim Kulas 

PH#: 414-355-8881 


PM-USA (*) 
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